MSI NGA MUNICIPALITY 


FINAL BUDGET EXECUTIVE SUMMARY 
2018/2019 


MSINGA MUNICIPALITY 

“WHO ARE WE?” 


Msinga Municipality is a local (Category B) municipality established in December 2000 as 
one of the four local municipalities constituting the uMzinyathi District Municipality in the 
northern part of the province of KwaZulu-Natal and the municipality is seated in the town of 
Tugela Ferry. Msinga is composed of six Traditional Authority areas namely, Qamu, 
Mchunu, Bomvu, Ngome, Mabaso and Mthembu, comprising an area of 2500 km 2 . The area 
is divided into 18 political wards with 36 Councilors. Msinga Municipality has a total 
population of approximately 177 577, an increase from 167 274 in 2001 Population Census, a 
total of 37 723 households. 

The municipality is a largely rural area, 69 % of which (1,725 km 2 ) being Traditional 
Authority land held in trust by the Ingonyama Trust. The remaining 31% of land is 
commercial farm land, all of which is located to the north of Pomeroy. Approximately 99% 
of the population lives in traditional areas as opposed to the formal towns of Pomeroy and the 
informal towns of Tugela Ferry and Keates Drift. The Msinga Municipality is in the south 
western part of the District Municipality area, sharing boundaries with the Nquthu and 
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Nkandla Local Municipalities to the east, Umvoti Local Municipality to the south, uThukela 
district municipality to the west and the Endumeni Local Municipality (LM) to the north. 

The nature of the topography is such that the Municipality is largely located in deep gorges of 
the Tugela and Buffalo Rivers. This effectively isolates the Municipal area from the 
immediate surrounding Municipal areas, such as Umvoti and Endumeni. The Municipal area 
is accessible via the R33, linking it with Dundee, Ladysmith, Pietermaritzburg, Kranskop and 
Weenen. The offices of the municipality are situated at Tugela Ferry which is some 85 kms 
south of Dundee and 48 kms north of Greytown. 


MUNICIPAL BUDGET 

1. DEFINITION OF A MUNICIPAL BUDGET 

• A municipal budget is generally a projection of future revenues and expenditure. A 
budget is used to control financial transactions and should also be used as a 
management and planning tool. This budget is mSCOA complaint as per the Minister 
of Finance promulgated Government Gazette No. 37577, Municipal Regulations on 
Standard Chart of Accounts (mSCOA), on the 22 April 2014. National Treasury 
prescribes the guidelines of the MTREF period through a sustained and viable process 
as taken from the priorities of the countries National Development Plan. 

• This is confined to our Growth and Development Strategy (as revised) and Council’s 
5-Year IDP and municipal financial plan provide the overview of the 3-year 
Municipal budget. 

• However, as economic uncertainty continues throughout the country, it is imperative 
that we take a conservative approach to the budget in order to give financial stability 
and start building financial reserves for the municipality. 

• Transfers to Municipalities 

• Section 214 of the Constitution provides for national government to transfer resources 
to municipalities in terms of the Division of Revenue Act (DoRA) to assist them in 
exercising their powers and performing their functions. Transfers to municipalities 
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from national government are supplemented with transfers from provincial 
government. 


• The two spheres of government must gazette these allocations as part of the budget 
implementation process 

• The DoRA and Section 37 of the MFMA further requires transfers between district 
and local municipalities to be made transparent and reflected in the budgets of both 
transferring and receiving municipalities. 


It is also a tool for implementing the service delivery objectives of the Municipality as set out 
in their Integrated Development Plan. 

• uMsinga Municipality must do a funding compliance assessment of their 2018/19 
budget in accordance with the guidance given in MFMA Circular 80 and the 
Municipal Standard Chart of Accounts Regulations, before tabling its budget, The 
Municipality revised its budget submissions to comply with a properly funded budget. 

• The final budget was tabled to the Council on the 29 May 2018 as per Section (16)2 
of the MFMA. 

• The deadline for the submission to National Treasury, MEC, DLG, AG and SALGA 
of approved budgets is ten working days after Council approves the annual budget. 


A Municipal budget also provides for greater transparency, accountability, flexibility and 
predictability within the municipality. 

1.1.1 A Municipality budget is divided into Capital and Operating Budget: 

a) A capital budget is an estimate of the expenses that will be incurred during that 

financial year to create future benefits, and the sources of finance from which these 

expenses will be funded. The municipality spends money either to buy fixed assets or 

to add to the value of an existing fixed assets with a useful life that extends beyond 

one year. Fixed assets include, inter alia, Road infrastructure, land and buildings, 

motor vehicles, furniture, computers, office equipment and machinery. 
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b) An operating budget is an estimate of the operating revenues which will accrue to 
the municipality through its normal service delivery and the expenditure that will be 
incurred through the day to day operations of the municipality over the financial year. 

1.1.2 OBJECTIVE OF A MUNICIPAL BUDGET 

The main objective of a municipal budget is to sensibly align expected resources to the 
municipality’s service delivery goals or performance objectives identified as priorities in the 
approved IDP. 

2. BUDGET OVERVIEW 

The MFMA and the MBRR give guidance on the preparation of the annual budgets as well as 
the National Treasury’s Circulars that are issued from time to time. 

3. BUDGET PRINCIPLES / METHODS 

3.1 SALARIES, WAGES AND ALLOWANCES 

A provision of 8% increase has been made in staff salaries, wages and allowances. 

3.2 COUNCILLOR SALARIES AND ALLOWANCE 

The provision for Councillors salaries, allowances and benefits have been based on 
Government gazette draft Notice No. R 1224 for the determination of the upper limits of the 
salaries, allowances and benefits of the different members of the municipal council. A 
provision of 8% increase has been made although this may not be realized 

Operating Expenditure 

The operating budget of the municipality is split between operating revenue by 
source, expenditure by type and expenditure by vote. Operating expenditure budget is 
compiled using various approaches, the project-based budget approach, incremental 
budgeting especially in the employee related costs. 

The table below presents the operating expenditure as follows 
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Operating Expenditure 






Total 


employee Related Costs 


62 095 640.02 


S&T 


10 620 195.00 


Debt Impairment 


400 000.00 


Depreciation 


9 527 748.00 


General Expenditure 


92 392 397.50 


contracted services 


5 007 170.44 


Repairs and Maintenance 


4 038 690.00 


transfers and subsidies 


10 098 000.00 


Total Operating 

Expenditure 


194 179 840.96 



Employee Related costs 

The municipality’s operating expenditure is projected at R194 million with employee costs 
amount to R62 million of the total operating budget. Employee costs represent 31.98% of the 
projected expenditure, taking into consideration wage negotiation increase is estimated to 
between 6% - 8 % as per continuous negotiation between SALGA and unions, remuneration 
of councillors 8% increase has been used to estimate total cost to the municipality for all 
Councillors of the total operating expenditure. Increase in employee related cost and 
provisions associated with the appointment of critical staff members as well as the filling of 
positions on a permanent basis and inflationary pressure and the general increase in the price 
of goods and services. 

Debt Impairment 

The provision for debt impairment was based on collection rates achieved to date and 
projected over the MTREF period, as well as the municipality’s arrears and debt recovery 
policies. For the 2018/19 financial year this amount equates to R0.4 million. 

Depreciation 

While this expenditure is considered to be a non-cash flow item, it informs the total cost 
associated with rendering the services of the municipality, as well as the municipality’s 
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realistically anticipated revenues and budget for depreciation amounts to R9 million for the 
2018/19 financial year. 

Contracted services 


The Msinga Municipality is planning to spend R5 million rands in the 2018/19 financial year 
for contracted services. 


Operating Expenditure Projects 

Relief Fund 

4 000 000.00 

Indigent 

1000 000.00 

Awareness Programi 

3 000 000.00 

Disaster 

290 000.00 

Special Projects 

3170 800.00 

Agricultural Projects 

2 000 000.00 

Ward Committes 

3 240 000.00 

Youth Programme 

3 365 388.00 

Sports & Recreation 

3 321000.00 

Halls & Creches 

10 098 000.00 


Intergrated Energy Programme 

An amount of R 17 700 000 has been allocated to Msinga Municipality for 2018/19 from 
24 000 000 in 2017/18. The municipality is acting as agent in these projects and there are 
recognised as operational because they are not capitalised as our assets, instead we 
transferred them to Eskom once they completed. 


Ezingulubeni phase 3 (Ngcuba) 
electrification 

14/13 

In house 

2018/19 

R4 700 000 

Mzweni #3 electrification project 
at Mzweni area 

1/2 

In-house 

2018/19 

R10 000 000 

Douglass #2 electrification project 

at Nzimane 

1 

In-house 

2018/19 

0 

Phalafim electrification 

3 

In-house 

2018/201 

9 

R3 000 000 

INEP 


R17 700 000 


4. OPERATING INCOME 
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4.1. EQUITABLE SHARE 

An amount of R 145 573 000 has been allocated to the Msinga Municipality 
for the financial year 2018/2019 from R 136 937 000 in 2017/18 financial 
year. 

4.2. GRANTS 

4.2.1. Financial Management Grant 

An amount of R 1 900 000 has been allocated to Msinga Municipality. 

4.2.2. Expanded Public Works Programme 

An amount of R4 394 000 has been allocated to Msinga Municipality 
for 2018/19 from R 4 775 000 in 2017/18 financial year 

4.2.3. Intergrated Energy Programme 

An amount of R 17 700 000 has been allocated to Msinga Municipality 
for 2018/19 from 24 000 000 in 2017/18 

4.3.4 Library Grant 

An amount of R 836 000 from R795 000.00 has been allocated to 
Msinga Municipality for 2018/19 financial year 


The operating revenue for the 2018/19 financial year has increased to R198 million excluding 
capital transfers. Total grants including capital transfers amount to R207 million. 

The table below shows revenue by source: 


Operational Revenue - Rates & 

Services 





Refuse Removal 


-500 000.00 

-525 000.00 

-551 250.00 

Property Rates 


-12 000 000.00 

-12 600 000.00 

-13 230 000.00 



-12 500 000.00 

-13 125 000.00 

-13 781 250.00 
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Operational Revenue - Other 





Ploughing Hire 


-350 000.00 

-367 500.00 

-385 875.00 

interest earned 


-2 700 000.00 

-2 725 000.00 

-2 751 250.00 

Rental - Properties 


-350 000.00 

-367 500.00 

-385 875.00 

Tender Sales 


-100 000.00 

-105 000.00 

-110 250.00 

Vat Refund 


-12 000 000.00 

-12 600 000.00 

-13 230 000.00 

Total Own Revenue 


-15 500 000.00 

-16 165 000.00 

-16 863 250.00 






Operational Grant Revenue 





EPWP Grant 


4 394 000.00 



INEP Grant 


17 700 000.00 

-12 000 000.00 

-16 000 000.00 

FMG 


1900 000.00 

-1900000 


Equitable Share 


- 145 573 000.00 

-173 357 000.00 


Library Grant 


836 000.00 





- 170 403 000.00 










- 198 403 000.00 




Service Charges Tariffs 

The municipality is raising revenue by means of service charges from all its services. All 
service charges and tariffs are determined by our tariff policy and MFMA Circular 
guidelines with the objective of cost recovery rather than making profits. The average 
tariff increase increases is depicted in the Table below: 


TARIFF 

S 


2018/2019 



EXCL.VAT 

INCL.VAT 

1 

REFUSE REMOVAL PER MONTH 



1.1 

HOUSEHOLD 



1 . 1.1 

HOUSEHOLD IX PER WEEK 


R77 
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1.1.2 

Rebates 




Property valued less than (indigent) 




Property valued more than (indigent) 



1.2 

Commercial and other 







1.2.1 

1 DAY X PER WEEK 


R218.00 

1.2.2 

2 DAYS X PER WEEK 


R305.00 

1.2.3 

3 DAYS X PER WEEK 


R406.00 

1.2.4 

4 DAYS X PER WEEK 


R508.00 

1.2.5 

5 DAYS X PER WEEK 


R608.00 

1.2.6 

6 DAYS X PER WEEK 


R713.00 





1.3 

SCHOOLS 



1.3.1 

1 X PER WEEK 


R77.00 

1.4 

CHURCHES 



1.4.1 

1 X PER WEEK 


R77.00 

1.5 

AVAILABILITY CHARGER 


R77.00 

3.1. 

PREDOMINANT USE 

RATE RANDAGE 

3.1.1 

RESIDENTIAL PROPERTIES 

0.01 

3.1.2 

BUSINESS, COMMERCIAL AND INDUSTRIAL 

PROPERTIES 

0.025 

3.1.3 

AGRICULTURAL PROPERTIES 

0.0025 
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3.1.4 

AGRICULTURAL PROPERTIES BUSINESS 

0.0050 

3.1.5 

STATE TRUST LAND 

0.025 

3.1.6 

STATE OWNER PROPERTIES 

0.025 

3.1.7 

PUBLIC INFRASTRUCTURE 

0.0025 

3.1.8 

VACANT LAND 

0.025 

3.1.8 

RENTAL ON MUNICIPAL PROPERTY 

R50.00 PER SQUARE 

METER 

3.2 

REBATES 


3.2.1 

AGRICULTURAL PROPERTIES 

25% 

3.2.2 

PENSIONERS 

50% 

3.2.3 

PUBLIC BENEFIT ORGANIZATIONS 

25% 

3.2.4 

SPORTING BODIES 

50% 


ADVERTISING 


4. 

ADVERTISING FEE PER MONTH 



4.1 

SCHOOLS 


R280.72 

4.2 

COMMERCIAL ADVERTISING 


R550.00 

4.3 

NON- PROFIT ORGANIZATIONS 


R250.00 

4.4 

GOVERNMENT DEPARTEMENTS 


R300.00 

4.5 

INDUSTRIAL AND OTHER 


R700.00 

4.6 

CONTINUOUA ADVERTING OFFENCE DAILY 

TARIFF 


R259.00 

5.1 

NON-REFUNDABLE TENDER DEPOSITES 


R351.00 
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6.1 

FOR TEMPORARY USE OF VACANT LAND BY ALL 

ORGANIZATIONS,PER MONTH EXCLUDING 

SERVICES 


R3,454.00 

7.1 

PER COPY ALL TOWNS 


R758.49 

7.2 

PER PROPERTY 


R5.00 

7.3 

ISSUING OF VALUATION CERTIFICATE 


R157.00 

7.4 

VALUATION ROLL ON COMPACT DISC 


RIO.00 

7.5 

IDP COPY 


R0.50 per 

page Black co 

7.6 

SDBIP COPY 


R0.50 per 

page Black co 

7.7 

BUDGET COPY 


R0.50 per 

page Black co 


• As can be seen in the table above, no tariff increase for all services as the municipality 
is promoting the culture of paying to its community. The realistic collection rate for 
all services charges outlined in the final budget is 70% 

• Property rates are levied in line with the Municipal Property Rates Act and the Policy 
as approved by the Council. The realistic collection rate for all Property rates outlined 
in the final budget is 77% 

• Municipal property are hired or rented using Municipal Tariffs Policy charges. The 
realistic collection rate of these charges is 72% 

• The municipality is expected to receive R2700000.00 from interest earned from 
external investments 

3. Capital Budget 2018/19 
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The capital budget flows from the IDP process and contains information obtained from 
infrastructure master plans and relevant stakeholders through public participation processes 
as well as ward committee processes where applicable. 

The financial crises has unfortunately forced us to the extent where mainly grant funded 
capital investment can be considered, the capital investment from own funds are restricted to 
the replacement of small capital items at municipal facilities to secure revenue inflow from 
residents, visitors and tourists alike. 

The capital budget of the municipality is funded from grants and subsidies from government 
as well as own revenue sources. The DoRA has been published; capital transfers and grants 
allocated to the municipality amounts to R36, 7million which is Municipal Infrastructure 
Grant. The internal projects are funded for R3, 3 million from our surplus or reserves. 

Capital Revenue 


Capital Grant 

Revenue 





MIG 


36 715 000.00 

-37 422 000.00 

-39 379 000.00 






Total 

Revenue 


- 235 118 000.00 

-224 679 000.00 

-55 379 000.00 







The table below depicts capital projects for 
2018/19 MIG funded projects 


Priority 

Project name 

Ward 

Area 

1 

Thokoza access road 

18 

Mthaleni 

2 

Hlathi access road 

12 

Kwa-Hlathi 

3 

Emxheleni access road 

9 

Emxheleni 

4 

Nkandla/Dotsheni road 

14 

Nkandla 

5 

Sthunzi access road 

8 

Ntanyana 
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6 

Gxushaneni Sport field 

16 

Gxushaneni 


4. Annual Budget Overview Process 

Section 24 of the MFMA requires the municipal council to, at least 30 days before the 
start of the financial year; consider the annual budget for approval. Whilst section 53 
requires the Mayor of a municipality to provide general political guidance over the 
budget process and the priorities that must guide the preparation of the budget. Re¬ 
allocation of resources was considered in terms of the IDP review, budget realities 
and sundry strategic considerations. 

4.1.1 Budget process overview 

Section 21 of the MFMA requires the Mayor to table a time schedule that sets out the 
process to draft the IDP and prepare the budget, 10 months before the start of the new 
financial year. 

5. Overview of Budget Related Policies 

All policies need to be reviewed on an annual basis, and amended policies will be 
tabled in Counicl together with the annual budget during a Special Council Meeting to 
be held on 29 May 2018. The Msinga Municipality has adopted the following financial 
policies: 

• Budget Policy 

• Expenditure Policy 

• Property Rates Policy 

• Procurement/Supply Chain Management Policy 

• Asset control Policy 

• Insurance Policy 
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• Cash Management and Investment Policy 

• Custody of document Policy 

• Salaries administrative policy 

• Financial reporting Policy 

• Indigent Policy 

• Credit control and debt collection Policy 

• Travelling and subsistence allowance policy 

• Virements Policy 

• Tariff Policy 

• Asset Disposal Policy, etc 

6. Overview of Budget Assumptions 2018/19 MTREF 


In terms of the Local Government Systems Act, section 26 prescribes the core 
components of the Integrated Development Plan, and section 26 (h) requires the 
inclusion of a financial management plan which should include a budget projection 
for at least the next three years. The financial plan is expected to determine the 
financial affordability and sustainability levels of the municipality over the medium 
term. 

On the other hand, the Municipal Budget Reporting Regulations requires that the 
Accounting Officer must ensure that the budget related policies are prepared and 
submitted to Council. One of the policies referred to in the regulations is the 
Municipality’s Long Term Financial Plan which is aimed at ensuring that all long 
term financial planning of the municipality is based on a structured and consistent 
methodology thus ensuring sustainability and affordability of municipal services. 


For any budget, it is important that the municipality has an appropriate funding mix 
for operational and capital expenditure budgets thus eliminating future risks of 
inadequate funding of the Integrated Development Plan and other functions and 
responsibilities of the municipality. 


9. Personnel 


For the 2018/2019 budget, the total councillors and employee related costs amounts to 
R62 million or 31.98% of the operating budget of R 194 million. Provision is made 
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for vacant posts in the 2018/2019 budget. A short summary of some of those positions 
are: 

> Municipal Manager 

> Chief Financial Officer 

> Director Community Services 

> Director Planning and Development 

> Information and technology Officer 

> Legal Manager 

> New Traffic Department positions 

> Budget and Reporting Officer 

> Risk Management Officer 

> IDP Officer 

> etc 

10. FREE BASIC SERVICES 

Free Basic Services costs be utilized for any Community Projects relating to a Service by the 
discretion of Council and free basic electricity which is solar energy. 


Recommendation 


• That Council approve the Final Budget for both Operating and Capital Budget for 
2018/2019 as proposed in terms of the above report. 

• Final Budget will be submitted in A Schedules. 
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